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THE PROBLEM OF UNDIGESTED 
SECURITIES 



BY CHARLES A. CONASTT 



It was declared by an American banker a generation ago 
that the system of re-deposited reserves, by which country 
banks were allowed to keep a part of their supposed cash in 
the form of a deposit in New York or some other financial 
center (instead of in real " money " in their own vaults), 
was " one of the most explosive elements of American bank- 
ing." The process of investing savings in fixed capital, con- 
verting the titles to such capital into the form of negotiable 
bonds and shares, and then turning them loose in the stock- 
market, may, by analogy, be described as one of the most 
dynamic factors of modern international finance. It is not 
a new thing that the security-market should find itself over- 
loaded with new issues and that prices should break violently 
when it was discovered that the amount offered to the pub- 
lie was greater than the appetite for its absorption. It was 
this condition which caused such a sudden collapse of the 
stock-market in 1903, and which was condensed by the late 
Mr. J. P. Morgan into the pithy phrase, " undigested securi- 
ties." 

A much more serious situation than any merely local 
panic, however, or any temporary nausea from an over- 
loaded digestion for new securities, confronted the New 
York market on the gathering of the recent war-clouds, when 
it was flooded with orders to sell American securities owned 
in Europe, many of them " at the market," and without re- 
gard to the sacrifice involved. The closing of the Stock Ex- 
change became necessary in order to prevent the complete 
demoralization of prices which this excessive offer of securi- 
ties, almost without buyers, produced. The volume of Amer- 
ican securities owned abroad could not be absorbed by the 
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entire banking power of the United States. It was not con- 
ceivable, of course, that the offers to sell would equal the 
entire amount thus held, but it was clear that offerings were 
much in excess of buying capacity at any reasonable price, 
without preliminary organization, and that there were, in 
effect, no buyers to offset the army of sellers. If the calcu- 
lation of Sir George Paish is correct — that the amount of 
foreign capital invested in the United States is approxi- 
mately six thousand millions of dollars — the offer of one- 
fifth of this amount at one time upon the New York Stock 
Exchange, or even of one-tenth, would be a load far beyond 
the power of the market to digest. 

The conversion of fixed capital into negotiable forms is 
one of the greatest achievements of modern finance. It has 
done much to hasten the development of the new countries 
by placing at their command the savings of the capitalistic 
countries. In Canada at the present time it is estimated 
that the amount of foreign capital embarked is $3,500,- 
000,000, and in other parts of America than Canada and the 
United States $10,000,000,000 more. If, however, these 
great loans by the capitalistic countries to the poorer coun- 
tries, running for long terms of years, according to the 
terms of each particular issue of bonds, and running in- 
definitely in the case of stocks, can be converted at the will 
of the lender into call-loans payable on demand, then they 
involve a very serious menace to the monetary safety of the 
borrowing country. 

The financial world cannot turn backward in the employ- 
ment of negotiable securities as a factor in international ex- 
change. It must in future, however, take into consideration 
that a factor which usually operates to equalize rates for 
money, to settle adverse balances, and to diminish the de- 
mand for gold may under certain conditions become an 
element as dangerous as a cargo of cannon-balls broken 
from their moorings, and crashing, unrestrained, about the 
deck of a storm-tossed vessel. The problem in this form 
is a very modern one, because of the enormous increase in 
the amount of capital converted into the form of negotiable 
securities in recent times, and especially the listing of such 
securities on foreign markets, which gives them the charac- 
ter of international instruments of exchange. 

At the time of the Franco-Prussian War, which was in 
itself a local contest, the quantity of securities in existence 
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in the entire civilized world was estimated at about fifty 
thousand millions of dollars. So few American securities 
were held at the time in France and Germany that quota- 
tions on the New York Stock Exchange did not decline, on 
the outbreak of the war, more than two or three points, and 
there was no occasion for the suggestion that the Stock 
Exchange should be closed to await the passing of the storm. 
At the present time, however, it is estimated by good judges 
that the total amount of securities listed on the various 
stock-exchanges of the world is in excess of one hundred and 
fifty thousand millions ($150,000,000,000). This is nearly 
twenty times the amount of gold in use as money, which is 
about $8,000,000,000, and is more than six times the banking- 
power of the United States. 

These figures of total issues of securities now outstand- 
ing are probably rather within than outside the mark. In 
the United States alone, according to the report of the Com- 
missioner of Internal Revenue on the collection of the cor- 
poration tax, the capital stock of corporations rendering re- 
turns for the calendar year 1912 was $61,738,227,730, and 
the bonded and other indebtedness was $34,749,516,353, mak- 
ing a total of stocks and bonds, with perhaps some deduction 
for floating debts, of more than $96,000,000,000. This 
amount is subject, however, to deduction for practical pur- 
poses for those small corporations the distribution of whose 
stock is wholly a family affair. 

The test of the menace to the stock-market is found pri- 
marily in the record of securities actually listed on the 
stock-exchanges, and this is substantially all that is covered 
by the estimate of $150,000,000,000 in securities which play 
a part on national and international markets. On the New 
York Stock Exchange, on February 15, 1914, the total par 
value of the securities listed was $25,975,000,000. This 
amount does not represent, however, the total of securities 
of large corporations and governments which play a con- 
siderable part in the American money-market. The out- 
standing municipal bonds of cities of over thirty thousand 
inhabitants, according to the latest report of the Census 
Bureau, represent $2,507,000,000, of which only a small por- 
tion is listed on the New York Stock Exchange. The capital 
of national and state banks and trust companies, apart from 
a few New York institutions, is' not listed on the exchange. 
The total for the United States is about $1,700,000,000. Of 
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the big-share capital and bonded indebtedness of the rail- 
ways, the Stock Exchange listings fail to cover about $5,500,- 
000,000, and of traction and electric companies about 
$3,000,000,000. These additions to the New York listings 
bring up the total of securities of some degree of importance 
and activity very nearly to $40,000,000,000 for the United 
States alone, without seeking out securities of a certain im- 
portance which are listed on other American stock-ex- 
changes, but not in New York. 

Of these active securities careful calculations by French 
authorities put the amount held in France at about $22,000,- 
000,000, of which about $15,000,000,000 are securities of 
French governments and corporations, and the remainder 
represent French holdings of foreign securities. In Great 
Britain it is estimated that investments abroad are equal to 
nearly $50,000,000,000. One of the best evidences of this 
is the great excess of merchandise imports, amounting, in 
1912, to more than $725,000,000, which Great Britain exacts 
from the rest of the world, in addition to freights and bank- 
ing commissions, as the interest on her loans. In the field 
of joint-stock-company organizations alone, in the United 
Kingdom, the official estimate of active " going " companies 
in April, 1912, put the number of such companies at 56,352, 
and their paid-up capital at £2,335,000,000, or nearly 
$11,500,000,000. 

One of the best evidences of the rapid increase in the 
amount of capital saved and converted into the form of 
negotiable securities is afforded by the statistics published 
annually by the Belgian financial periodical Le Moniteur 
des Interets Matcriels on the annual output of new securi- 
ties throughout the world. These figures, which lack some- 
what in completeness for the United States and other coun- 
tries remote from Europe, nevertheless show new security 
issues in recent years at the rate of more than four thou- 
sand millions of dollars per year. It does not follow, of 
course, that the footings of these new demands for capital 
over a series of years would afford a true mirror of the real 
additions to dividend-earning and interest-paying securi- 
ties, for some of them represent enterprises which prove 
abortive and whose securities soon disappear from the ex- 
changes. The figures are so illuminating, however, espe- 
cially in respect to the growth in the ratio of new security 
creations in recent years, that the totals for a series of years, 
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reduced to American money, are set forth in the following 
table : 

ISSUES OF SECURITIES 
From Le Moniteur des Intirets MatSriels 

Year Total Issues Conversions Net Additional 

Issues 

1896 $3,227,359,000 $1,465,451,000 $1,761,907,000 

1897 1,852,173,000 132,182,000 1,719,991,000 

1898 2,034,766,000 316,530,000 1,718,235,000 

1899 2,175,823,000 120,873,000 2,054,949,000 

1900 2,289,642,000 2,289,642,000 

1901 1,917,916,000 1,917,916,000 

1902 3,597,489,000 1,639,921,000 1,957,568,000 

1903 3,534,248,000 1,687,729,000 1,846,519,000 

1904 2,785,138,000 353,445,000 2,431,693,000 

1905 3,688,124,000 323,487,000 3,364,637,000 

1906 5,126,014,000 1,991,526,000 3,134,488,000 

1907 2,961,378,000 43,908,000 2,917,470,000 

1908 4,092,255,000 63,541,000 4,028,714,000 

1909 4,743,200,000 474,090,000 4,269,110,000 

1910 5,101,000,000 687,700,000 4,413,300,000 

1911 3,756,900,000 143,100,000 3,613,800,000 

1912 3,896,590,000 132,800,000 3,763,790,000 

1913 4,043,800,000 118,150,000 3,925,650,000 

This great mass of securities represents the savings of 
capital made during the past generation from year to year 
and put into the form of railways, docks, mills, and other 
forms of industrial equipment. Never before in the world's 
history have such accumulations been possible, because 
never before has the productive power of the race been raised 
to so high an intensity by the application of steam, elec- 
tricity, and machinery to the processes of production. How 
vastly these forces have increased the productive power of 
civilized men may be judged by a few figures. In France, 
according to M. Edniond Thery, the number of days of 
machine capacity put annually at the command of each 
French citizen increased between 1875 and 1891 from 394 to 
823. During the fifteen years from 1892 to the close of 1906 
the increase was from 823 days of labor efficiency to 1605 
days. Or, put by M. Thery in another form, " The average 
number of iron slaves working every day for the well-being 
of the French population rose from 2.26 per inhabitant in 
1891 to 4.40 in 1906." In the United States the power of 
engines and motors employed in manufacturing alone rose 
from 10,097,893 horse-power in 1899 to 18,675,376 in 1909. 
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In the German Empire the actual work done hy steam- 
engines in the year 1907 was equivalent to the work of 
52,000,000 men, and the increase of actually effective steam 
horse-power from 1895 to 1907 was equivalent to the in- 
crease of the working population by about 28,000,000 men. 

This accumulation of wealth is given a transferable and 
more or less liquid character by the issue of bonds and 
shares. Indeed, without the form of the limited liability 
company, which limits the risk of the individual usually to 
the amount of his investment, it would have been almost im- 
possible for such a fabric as that of modern industry and 
transportation to have been created. The system of limited 
liability not only makes it safe for the man of small savings 
to participate in large enterprises without excessive risk, but 
permits him to limit his participation to such amounts as 
he thinks proper to hazard in a single enterprise and to 
distribute his investments over a variety of enterprises. If 
his securities are of a character which are quoted on the 
Stock Exchange, he has the advantage of a daily bulletin 
as to their value presented to him by the newspapers every 
morning or afternoon in the Stock Exchange quotations. 

When such securities are quoted on the stock-exchanges 
of more than one country, or are quoted on the stock-exchange 
of a different country from that in which they were issued, 
they are known as " international securities," and become 
a factor in the international exchanges. Under normal con- 
ditions they are a steadying and tranquilizing element, 
which tends to maintain uniformity in rates for money and 
in the distribution of capital in the principal money-markets 
of the world. If the rates for money tend to rise in one 
market, there is a disposition to transfer international 
securities to a market where money is more plentiful and 
thereby maintain the tendency of capital toward a uniform 
level when it moves in an unfettered market. 

The ability of owners of negotiable securities to borrow 
on them at banks of deposit, up to 75 or 80 per cent, of their 
market value, has added greatly to the amount of loans for 
short terms or on call made by such banks. By this process 
securities, although representing fixed capital, have been 
converted in effect into call-loans, especially in their inter- 
national relationships. In their character as obligations ma- 
turing at remote dates in the future or not maturing at all, 
they impose no burden for maintaining cash reserves upon 
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the companies by which they are issued. When pledged, 
however, for short-term loans they impose upon the banks 
the necessity of maintaining practically the same reserves 
in gold or other lawful money which are required against 
other demand and short-term liabilities. 

In the case of a panic in the international markets, such 
as has recently been witnessed, negotiable securities possess 
still more the character of a call-loan which can be promptly 
realized by the sale of the securities in those markets where 
purchasers can still be found. It is doubtful if the investor 
who has paid for his securities in full often throws them 
over in a period of panic. Indeed, among conservative Euro- 
pean investors of certain classes the disposition to take a 
loss by the sale of securities which have fallen in price, 
especially if the enterprises which they represent continue to 
pay dividends, probably decreases with the increase of the 
loss. It is quite otherwise, however, with securities which 
have been pledged for loans, and especially with those securi- 
ties which are held by the banks themselves, when put under 
such severe pressure to convert their assets into cash as 
occurred when the full import became apparent of the recent 
Austrian message to Servia and the intervention of Russia 
in Servia 's behalf. 

It was these conditions, in a degree never before equaled 
since the organization of the modern money-market, which 
caused the closing of the. New York Stock Exchange on July 
31st last. Never before has a situation arisen where the 
desire to convert securities into money attained such magni- 
tude as in London, Paris, Berlin, Vienna, and other Euro- 
pean markets, all at one time. Early in the year distrust 
of some of the enterprises represented by American securi- 
ties played some part in the heavy sales made in the New 
York market or for New York delivery. It became quite 
evident, however, during the closing week of July that the 
impelling motive of the sales was not the character of the 
securities themselves, but the desire of European bankers 
and investors to turn everything possible into cash. 

It is to be hoped that the event of a universal European 
war will not again cast its terrorizing shadows over the 
security-markets; but it is conceivable that other causes 
might bring about again an offer to a given country of an 
amount in its own securities in excess of its capacity to 
absorb them. For Americans the problem presented, there- 
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fore, is whether their financial mechanism can be so organ- 
ized as to withstand in the future the sudden return from 
abroad of several hundred millions of securities issued by 
American corporations. If no other protective measures 
are sufficient, recurrence must be had again to the desperate 
expedient of suspending the sessions of the Stock Exchange 
and thereby depriving the foreign seller of a market for his 
offerings. Obviously, however, the Stock Exchange cannot 
remain closed in perpetuity. A market of some character 
must exist for the sale of securities, or the whole mechanism 
of modern finance has broken down as completely as the 
collapse of Roman authority in the "West when barbarian 
incursions, unbearable taxation, and abandoned farms made 
it no longer possible to support the machinery of govern- 
ment. 

The most obvious remedy for an excessive offer of securi- 
ties from foreign markets would, under ordinary condi- 
tions, be the formation of a bankers' pool to take over such 
offerings at prices which were likely to prove profitable in 
the end and which would not involve the complete demorali- 
zation of the market. If France alone, for instance, had 
been involved in difficulties, and had in consequence begun 
to sell American securities, such a pool might have included 
the strong international banking-houses of London, Berlin, 
and Vienna. The American members of the pool could well 
have agreed to take over the American securities acquired 
when opportunities arose for distributing them in the 
American market as new investors appeared from time to 
time with new savings. The question involved is largely 
that of time. Undoubtedly, among the banks of the United 
States and their clients could be found a market for even 
so large a sum as $500,000,000 in American securities at the 
low prices reached on the New York Stock Exchange on 
July 30th, the last day before its closing. The readiness 
and ability of the American public to take $500,000,000, if 
offered in the form of a government war-loan, can hardly 
be questioned. Even the French people, with less than half 
the population of the United States, subscribed forty times 
over for the new loan of about $161,000,000, offered on the 
French market on July 7th, before the presentment of the 
insolent note of Austria to her Servian neighbor. 

Under the unusual conditions of July and August last, 
however, hardly a dollar of foreign support could be looked 
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for by American bankers in taking over or carrying Amer- 
ican securities held abroad. It is possible that if a strong 
man like the late Mr. J. P. Morgan could have taken the mat- 
ter in hand he might have brought about a pool among a 
dozen or so of the big banks of issue and joint-stock banks of 
London, Paris, Petrograd, and New York, to carry the load 
of panic offerings temporarily, until American bankers were 
ready to take over the burden. Under the particular circum- 
stances which developed, three important countries remained 
at peace with the United States and with each other— Eng- 
land, France, and Russia. Even little Belgium and Holland, 
among the richest and most prosperous countries of Europe, 
would probably have contributed some help in the formation 
of a strong international pool. Such a plan would almost 
inevitably require the co-operation of the banks of issue, 
like the Bank of France, the State Bank of Russia, and the 
Bank of England, because only through the exercise of the 
power of rediscount by those banks would the joint-stock 
banks, like the Credit Lyonnais, of Paris, or the London 
County and Westminster, of London, have been able to tie 
up their assets, even temporarily, in securities. 

Up to the present time the New York money-market 
would be at a disadvantage in any such plan of co-operation, 
because there is no central banking authority in existence 
authorized to take the lead in a policy of co-operation. This 
evil will be partly cured when the Federal Reserve system is 
in effective operation. It will then be possible for the Bank 
of France, which was unable to discern any central authority 
rising above the wreckage of 1907, to recognize the Federal 
Reserve Board or the Federal Reserve banks of New York 
and Chicago as its peers in financial responsibility. A pool 
in which the parties were the Bank of England, the Bank 
of France, the State Bank of Russia, and the Federal Re- 
serve system of the United States would represent gold 
holdings of more than two thousand millions of dollars and 
a much greater volume of liquid assets. 

The Federal Reserve banks organized under the law of De- 
cember 23, 1913, are practically debarred by the language 
of the law from ownership of securities or from lending on 
securities, except certain classes issued by federal, state, 
and municipal governments. This limitation follows the 
wise policy of the Europeau banks in discriminating between 
the character of commercial paper, which is paid at maturity 
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and which contracts in amount with the contraction of busi- 
ness, and the rigidity of shares and bonds, which have no 
power of contraction except by a fall in price. The new law 
rests, therefore, upon a sound theory, which should not be 
departed from under normal conditions. It might con- 
tribute, however, to checking panic if the law was so amended 
as to permit the Federal Reserve banks to aid in carrying 
securities under exceptional conditions. If their assets were 
clear of such burdens in tranquil times, they would be in a 
stronger position to relieve the investment banks of part of 
the load in periods of pressure. 

The Federal Reserve banks could not be asked to take the 
risk of the depreciation of securities, but would be compelled 
to require the national banks, or any other institutions sub- 
mitting securities for rediscount purposes, to make them- 
selves responsible for the loans granted. If the present pro- 
visions of the law prohibiting loans relating to security issues 
and investment were left in full force, subject to suspension 
with the approval of the Federal Reserve Board in case of 
great emergency, the same object might be accomplished 
which is accomplished by suspension of the Bank Act in Eng- 
land in respect to commercial obligations — that there would 
be a refuge somewhere for obligations which the other banks 
were for a moment unable to support. 

The extent to which the Federal Reserve system might be 
capable of coming to the aid of the market for securities in 
grave emergencies is not an entirely unexplored field. It 
was contemplated by the plan of the National Monetary 
Commission for the formation of a central institution to sup- 
port American banking that the National Reserve Associa- 
tion thus formed should take over the entire amount of 
United States bonds pledged by national banks to secure 
circulation. The amount held for this purpose in January, 
1912, when this plan was presented, was in excess of $700,- 
000,000. It was evidently the judgment of the Monetary 
Commission, therefore, that the Central Reserve Associa- 
tion would be strong enough to absorb and hold this mass 
of securities as a part of its assets until they could be dis- 
tributed upon an investment basis. This presumption was 
reasonable and was not generally assailed in the criticism 
evoked by the framework of the plan. The new Federal Re- 
serve law contemplates a similar absorption by the Federal 
Reserve banks of bonds held to secure circulation, which 
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amounted on August 1st last to $740,220,660. The process 
of absorption is limited by law to $25,000,000 per year, be- 
ginning two years after the passage of the act. This limita- 
tion, however, did not have the approval of all the friends 
of the new financial mechanism, who urged that the amount 
of bonds taken over annually should be left to the judgment 
of the Federal Reserve Board, to be exercised in the light 
of events. 

If the Federal Reserve system already held in its assets 
$700,000,000 in bonds, it would be in a very poor position to 
take over other obligations of a similar character. If, how- 
ever, these bonds had been distributed to investors, or even 
if the Federal Reserve system had not yet purchased more 
than a small percentage of the total amount now in the hands 
of the national banks, the system would be in a position to 
aid the investment banks in shouldering the burden of a sud- 
den torrent of foreign orders to sell American securities. If 
the judgment of the National Monetary Commission was 
justified as to the amount which could be absorbed, a sum as 
high as $700,000,000 might be taken care of temporarily in 
this manner. If the strong national banks and other invest- 
ment institutions in New York were to enter into a pool with 
the Federal Reserve system, the foundations of the break- 
water thus set up against the tidal wave of foreign selling 
would be still further broadened. Inevitably, it would be 
essential that the Federal Reserve system- should keep its 
hands clean of such operations in normal times, and should 
reserve such powers for exercise only in great emergencies, 
as the governments of England and France reserved the 
power to issue small notes until they were faced by the 
emergency of a European war. 

There remains, finally, the question whether the United 
States or any other country is ethically bound to buy back 
a great mass of securities issued by its corporations and 
municipalities when to do so threatens financial and eco- 
nomic disaster. Of the obligation to pay promptly securi- 
ties which have reached maturity there is no question. But 
it may be otherwise with those issued for terms of years, 
of which the maturities are still distant It would not be 
contended by anybody that a corporation was bound to pro- 
vide for the payment of its bonds or the redemption of its 
stock before the dates set by the terms of the contract. If 
an investor holds a five-per-cent. collateral trust bond of the 
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United States Steel Corporation, due in 1951, he would be 
apt to receive scant courtesy if he should walk into the office 
of the corporation some morning and say he would like to 
get his bond paid off. Corporations are not in any way obli- 
gated, tacitly or otherwise, to pay their securities before ma- 
turity, and those few which have made a public offer to 
take them off the market at a given price have usually been 
those guilty of dubious financing and have been victims of 
ultimate disaster. An obligation of fixed maturity or no 
maturity at all, like a share of stock, is a contract binding 
the holder according to its terms. Against it the issuing 
corporation is under not the slightest obligation to accumu- 
late a cash reserve, as a bank is required to do against de- 
mand liabilities, nor to take any other step for its protection 
or ultimate redemption except the prudent conduct of the 
business and the gradual accumulation of funds for taking 
care of those obligations which mature. 

When national economic life is involved it is a question 
whether the controlling financial powers in a nation have not 
the right to take the same point of view. If the United 
States is a borrower in foreign countries to the extent of 
$6,000,000,000, as estimated by Sir George Paish, such bor- 
rowings were obviously made with the expectation that the 
obligations issued for them would not be presented for re- 
demption until maturity. In the ordinary course of business 
in tranquil times it is a matter of indifference, alike to the 
issuing corporation and to the powers of high finance, 
whether some of these securities drift back to the issuing 
country or not. There is, indeed, a profit sometimes in taking 
them back at prices below the prices of issue, and they serve 
a convenient medium for balancing international transac- 
tions. When, however, the problem becomes essentially a 
national one, the question arises whether it is not within the 
ethical rights of the borrowing nation to say, as a nation, 
through its higher governmental and financial authorities : 

" We adhere to the letter of the contract. We borrowed 
this money for fixed terms extending far into the future, 
with the express object of protecting ourselves against the 
sudden demand for its repayment We object emphatically 
to the attempt to convert this time-loan into a call-loan 
against this country, simply because the holders of the obli- 
gations find it convenient to demand the money. We refuse, 
therefore, through our Stock Exchange regulations, and 
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through the co-operation of our banking-houses, to treat this 
vast debt as a call-loan and to pay it off, even on the favor- 
able terms you offer, by permitting the sale of the securities 
on our stock-exchanges under conditions which would impair 
the value of every other share of stock and every bond held 
in this country, would reduce the value of the assets of our 
banks, and would shake the foundations of our fiduciary in- 
stitutions which guard the savings of the poor." 

This is a position which the nation as a whole, without 
being subject to criticism on ethical grounds, might take 
through its constituted financial powers, as a step in the 
proper distribution of the burden of taking over the se- 
curities thrown back upon the American market. It would 
not be practicable, even if it were desirable, to erect a per- 
manent barrier against their return, if the holders desired 
to dispose of them. It may be both practicable and desira- 
ble, however, to so distribute and mitigate the process as 
to avert a panic on the American market and give to the 
liquidation an orderly and gradual character which would 
prevent serious losses, not only to American bankers and 
investors, but to the foreign holders of these securities them- 
selves. 

In such a matter there should be co-operation between 
the leading banking-houses with foreign clients, just as there 
is co-operation in the matter of exchanging clearing-house 
certificates and restoring the free movement of foreign ex- 
change. The house of J. P. Morgan & Company had little 
difficulty in securing an agreement among the exchange- 
houses in 1895 to sell exchange only at a price slightly above 
the gold point and to refrain from shipping gold. Similar 
co-operation would seem to be practicable under proper 
rules between houses engaged in the distribution of securi- 
ties. Even those with a considerable foreign clientele should 
place foremost the interests of their own country. In the 
long run, they would probably render a service to their 
foreign clients whose securities they refused to dump on the 
American market at panic prices, and who would thus be left 
in better position when the restoration of confidence brought 
a return to normal prices and conditions. 

Chaeles A. Conant. 
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